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representative because the railroad is
part of a conglomerate, the debt-equity
ratio from the Board’s latest Deter-
mination of Adequate Railroad Reve-
nues will be used. However, if the debt-
equity ratio for the railroad industry is
used then the industry average equity
and debt rate from the Board’s latest
revenue adequacy finding must also be
used in paragraphs (d)(2) and (d)(3) of
this section.

(2) The current nominal cost of debt
shall be determined by taking the aver-
age of all debt instruments (including
bonds, equipment trust certificates, fi-
nancial lease arrangements, et cetera)
issued by the carrier in the most recent
12-month period. The debt cost cal-
culated by this procedure is a before-
tax rate and is not adjusted for infla-
tion or income taxes.

(3) The current nominal after tax
cost of equity shall be an amount equal
to that which a prudent investor would
expect to earn through investment in
the market place. The current after tax
nominal cost of equity is divided by 1
minus the combined statutory Federal
and state income tax rates. This will
develop the nominal cost of equity on a
before tax basis.

(4) The current nominal before-tax
cost of debt is multiplied by the cur-
rent percentage of debt to total capital
to obtain a weighted before-tax nomi-
nal cost of current debt.

(5) The current nominal before-tax
cost of equity is multiplied by the cur-
rent percentage of equity to total cap-
ital to obtain a weighted nominal be-
fore-tax cost of current equity.

(6) The results of paragraphs (d)(4)
and (d)(5) of this section are added to-
gether to determine the current nomi-
nal cost of capital.

(e) Holding gain (loss)-road properties.
The railroad shall determine the hold-
ing gain (loss) that is projected to
occur during the forecast and/or sub-
sidy year. In any instance where the
holding gain is not specifically deter-
mined for road properties, the Gross
Domestic Product deflator calculated
by the U.S. Department of Commerce
shall be used.

§1152.35 [Reserved]

§1152.36 Submission of revenue and
cost data.

The following information shall be
submitted by applicant as Exhibit 1 to
an abandonment or discontinuance ap-
plication (§1152.22(d)) and shall be de-
veloped in accordance with the meth-
odology established in §§1152.31 through
1152.35, as applicable. Such informa-
tion, form and methodology shall also
be used by an offeror of financial as-
sistance to formulate a Proposed Sub-
sidy Payment (§1152.27).
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